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A m m  CSNEHAL 

DEPARTMENT OF JUSTICE 
1162 Court sm3 NE 

Justice Building 
Wan. Oregon 97301-4096 
Telephonr: (503) 3 7 W O O  
m (503) 378-93s 

August 6,2003 

Via Facsimile and OvcmiFht Belivery 

Arizona Corporation Commission 
DOCKETED 

Marc Spitzu,. Chairman 
Arizona Corporation Commission 
Commissioner’s Wing 
1200 West Washington Street 
Phoenix, AZ 85007-2929 

Rc: Palo Verde Utilities Company application for extension of cxisting 
Certificates of Convenience and Ncccssity for water and wastcwater 
services, Docket No. WS-03575A-03-0167 

Santa Cruz Water Company appliczltion for.extension of existing 
Certificates of Convenience and Necessity for water and wastewater 
serviccs, Docket No. W$-03576A-O3-016 3 

5b-h - 

Dear Chairman Spitzer: 

I am following up on a requcst for informalion received from the staff of the Arizona 
Corporation Commission to provide information in relation to the applications to the 
Commission of Sxata Cnu, Water Company and Palo Verde Utilities Company. We were asked 
to provide infomation concerning a judgment obtained by the Oregon Public Employes’ 
Retirement Fund (0PER.F) and an ordcr concerning the pledge of certain asscts of Michael 
Reinbold, RHS Properties Inc. and Rcinbold Investments, I,.T,.C. In addition, we ourselves have 
launched an investigdtion to determine whcthcr OPERF’s security interests in WS Properties 
and Rcinbold Investments are being protected 

- 
Background: In 1999, in the mattcr Oregon Public Em~loyes’ Retiremcnt Board v. 

Simat. Helliesen & Eichner et. al, Multnomah County Circuit Court, Oregon, Case No. 9610- 
08259, OPERF obtained a judgment against Michael Rcinbold in the amount of $61,701,719 00 
arising from fraud and milking corporate assets. A certified copy of the Amended Money 
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Judgment is attached as Exhibit A That judgment is now pending on appeal bcforc thc Oregon 
Court of Appeals 

After judgment was entered, Mr. Reinbold applied to the Oregon Circuit Court for a stay 
pending appeal. upon his application, the court entered an Order re: Undertaking on Appeal 
(“Order”) that stayed execution and enforcement of the jud,gnent. A certified copy of the Order 
is attached as Exhibit B. The court’s Order required Mr Reinbold to pIedge his interest in 
Reinbold Investments and RIIS Properties to OPERF as security for the judgment. (Order 771, 
2.) Pursuant to the Order, Mr. Reinbold is expressly prohibited from diluting his interest in WIS 
Properties or Reinbold Investments except as provided for in the Order. (Order 73.) Further, if 
Mr. Reinbold uses the assets of WS Properties or Reinbold Investments to acquire interest in 
anothcr business entity, Mr. Reinbold is required to notify OPERF slnd pledge the interest in the 
new cntity to 0PER.F. (Order 74.) The Order limits the amount of money Mr. Reinbold can 
withdraw from RI-IS Properties and Reinbold Investments and prohibits him horn disposing of 
any profits or income from his business interests. (Order 775,6.) The Order also rquircd MI 
Reinbold to sign a Pledge Agreement, which was executcd by Mr. Rcinbold on October 13, 
2000. A copy of the executed Pledge Agreement is attachcd as Exhibit C, 

The Proposed Transfer of Ownership: The companies Mr. Reinbold pledged to secure 
the OPERF judgment, Rcinbold Investments and N,IS Properties (‘‘Pledged Companies”), had an 
ownership intercst in Pccan Valley Investments, L.L.C. We do not currently know whether Mr.. 
Reinbold or his Plcdgcd Companies have or had control OWT Pecan Valley Investments and/or 
the decision to transfer ownership of Santa Cruz Water Co. and Palo Vmde Utilities Co. (“Utility 
Companics”) from Pecan Valley Investments to Phoenix Capital Partncrs, L.L.C., and Phoenix 
Utility Management, L.L.C. (“Transfer”). However, this Transfcr is s iwicant  to OPERJ? 
bccausc it appears to result in the transfer of assets from companies in which the Pledged 
Companies have an interest to companies in which thc Pledged Companies have either no 
intcrcst or a reduced interest and in which Mr. Reinbold, through Phoenix Utility Management, 
has a personal interest. In short, we have concern ovcr whether MI. Reinbold and his Pledged 
Companies are moving assets out of the companies in which the Pledged Companies have an 
intcrcst, and thereby potentially reducing the valuc of OPERF’s security interest 

According to the Utility Companies’ response to the Arizona Corporation Commission 
Staff Rcport for the Utility Companies’ application for extcnsion of thcir cxisting Certificates of 
Convcnience and Necessity, prior to the Transfer, Pecan Vallcy Investmcnts had a 100% 
ownership interest in the Utility Companies. Bascd on information set forth in the Staff Report, 
it appears that RHS Properties has an intcrcst in Pecan Valley Investments through E1 Dorddo 
Pecan, L.L.C. In addition, the Arizona Corporation Commission website lists Reinbold 
Lnvestments and El Dorado Partners, L.L..C. as members of El Dorado Pecan. We believe the 
followiiig chart demonstrates the pre-transfer ownership structure: 
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(1 00%) 

Pre-Transfer Ownership Structure' 

Michacl Runbold 

r - 
SanP L h z  Wtlta Palo Vudde Utlliries 

co. I. L.C. Co..L.L.C 

- 

I 
[ (100%) I (100%) 

I I L.L.C. 
RWS Properties, Reinbold 

Psmlus, L.L.C. 

Fil norado Pccun. 
L.L.C. 

After the transfer, according to thc Utility Companies' response to the Staff Report, 
Phoenix Capital Partners, L.L.C. will havc a 99% ownership interest in the Utility Companies, 
and Phoenix Utility Management, L.L.C., will have a 1% ownership interest in the TJtility 
Companies. Further, according to thc Utility Companies' response, Phoenix Capital Partners is 
owned by Pwan Valley Investmcnts (64.2%), Shea Homes, LP (34.8%)) and Phoenix 1Jtility 
Management (1 %). Finally, according to the Arizona Corporation Coinmission records, Mr. 
Reinbold has a personal ownership interest in Phoenix Utility Management In short, wc belicve 
the owmship structure aftcr the Transfer will be the following: 

' Other entities may be involved and haw owncrship interests that are not set forth in the PreTransfer and 
Post-Trash Ownership S r r l l m e  charts, Where we have been able to determine the percentagc of  ownership 
intcresr, that percentage will be noted in parentheses next to the line indicating an owntrship inrerest. 
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(1 00%) 

Post-Transfer Ownership Structure' 

1 

N1S Propcnics, 
L.L.C. 

Michuel Reinbold 

El Dondo Plwcnix Utility 
Pamm L.L.C Mxnnilguncnl, 

Rcinbold 
hvcsrmcno. L.L.C. 

Shes Homcs LP 

(64.2%) (34.8%) 

I I t  I 

(I%) 

El Donrdo Pcsun, 

Pecan Valley 

(1%) - 
I 

(99%) (99%) 
I 

Palo Vcrdc Utilirics 
co ,L.LC 

Snnta C h z  Wukr. 
c o  LL.C 

While Pccan Vallcy, and thus KHS Properties and Reinbold Investments, retains some 
interest in the Utility Companies through its interest in Phoenix Capital Partners, Pecan Valley's 
interest is reduccd from 100% to 64.2% of Phoenix Capital Partners' 99% interest in the Utility 
Companies. Thc Transfcr reduces the interest of Pecan Valley Investments in these valuable 
assets, and thus wc are concerned that the Transfer may reduce the value of RHS Properties and 
Reinbold Invcstmcnts in which OPEW holds its security interest. 

We are investigating, among other things, whethcr Mr. Reinbold and his Pledged 
Companies participated in effectuating thc Transfer and whether the Transfer adversely afItcts 
OPERF's security intercst. In addition, we are also investigating whether Mr. Reinhold may 
have used assets from thc Pledged Companies to acquire his interest in Phoenix Utility . * c l n n m ,  , - & L A -  ___̂ _̂&:,,, 'L, I,, gA"--A . .  
rr.-clg"u*"ub \..-"&A .I- --CY----- -- --- 0--- --.. , 
since the Ordcr. 
- 

See footnote 1 
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Wc hopc this information is of assistance to you. Please contact us if you need any 
I'urther information. 

Sincerely, 

AG S 1 28 I 7 
C: Commissiowr Jim lrvin 

Commissioner William Mundell 
Commissioner Jeff Hatch-MiIler 
Commissioner Mike Gleason 
IIearing Ofticer Dwight Nodes 

PETER D. SHEPHEiD 
Deputy Attorney General 
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IN THE CIRCUIT COURT OF OREGON 

OREGON PUBLIC EMPLOYES' 1 
RETIREhENT BOARD, as trustee, on ) 
behalf of the OREGON PUBLIC 1 
EMPLOYES' RETIEMENT FUND, 1 

V.. 

SMAT, HELLESEN & EICHNER, a 
Delaware corporation; PAMCOW 1 
HOLDTNGS, MC., an Oregon corporatioil; 
PACFJC ATRCM-T MAINTENANCE 1 
CORPOUTION (aka PAMCOW), im. 1 
Oregon corporation; MICHAEL T. 
WINBOLD; DAVID J. SMON; and 1 
KENNETH E. KELLEY; 1 

De fendauts I ) 

) 

SIMAT, HELUSEN & EICHNER, a 1 
Delaware corporation, 1 

Defendant/ ) 
Third Party Plaintiff, ) 

) 
OREGON INVESTMENT COUNCIL; 1 
OREGON DEPARTMENT OF 1 
TREASURY; and OREGON 1 
DEPARTMENT OF JUSTICE, 1 

1 

V. 

Third Party Defendants. ) 
1 

Delaware corporation, 1 
Plaintiff, ) 

V., 1 
j 

THE PORT OF PORTLAND, a municipal 
corporation, 

) 

Defendant. ) 

1 - AMENDED MONEY JUDGMENT 
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Consolidated with 
Case No. 9802-031053 
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Exhi bt t 



.- Au.6 
J f 

a ,  - ” I  

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

_. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Page 

b 2 0 0 3  1 : 3 3 P M  N o . 5 0 7 7  P .  8 

This action camc before the Court for trial on December 7, 1998 before the 

undersigned judge. 

Prior to trial, plaintiff Orcgon Public Employcs’ Retirement Board, as trustce for the 

Oregon Public Employes’ Retirement Fund (“PERF”), defendant Simat Helliesen & Eichner 

(“SI<&E”), and third-party defendants Oregon Department of Treasury (Treasury”), Oregon 

Department Of Justicc (“Justice”), and Oregon Investmmt Council (“OIC’), and the Port of 

Podland (“Port”) entcred into a Settlement Ageemcnt dated November 20, 1998. 

Pursuant to that Settlement Agccmmt and prior to the enby of this judgment, 

plaintiff and SHM havc presented evidence to the Court as to thc circumstarses of the 

settlement. Based on the record and the evidence presented, the Court hcreby FINDS that the 

settlement betwccn plaintiff and SH&E is reasonable. 

The Court hereby APPROVES the Settlement Agrecmcnt. 

Pursuant to that Settlement Agreement, stipulated notices of dismissal were filed and 

judgments of dismissal werc cntcred as follows: 

1) Stipulated Noticc of Dismissal OrDefendant Sinlat, Helliesen & Eichner and 

Judgment of Dismissal disposing of all claims made by and against plaintiff and SH&E; 

2) Stipulated Notice of Dismissal of Third-party Claims and Judgment of Dismissal 

disposing of all claims ma& by and against SH&Z and third party defendants OIC, Trcasury, 

and Justice; 

3) Stipulated Notice of Dismissal by SH&E and the Port and Judgment entered in the 

consolidated case no. 9802-01053 and disposing of all claims made by and against S H U  

and the Port. 

Prior to trial, the Cow3 entcred orders of default against Kenneth E. a l l e y  

(“Kelley”), Pacific Aircraft Maintenance Corporation (“Pamcorp”) and Pamcorp Holdings, 

Inc. It appears fiom the record tlut: 

2 - AMENDED MONEY JUBGWNT Exhibit A - 
Page .c 2 
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(a) The claims against defendant Pammrp arise upon contract. Thc claim against 

defendant Pamcorp Holdings, Inc is to pierce the corporate vcil to hold Pamcorp Holdings, 

Inc. liable for the obligations and debts of Pamcorp; 

(b) The claim against defendant Kelley is to pierce the corporate veil to hold 

Kelley liablc for the debts and obligations of Pamcorp and Pamcorp Holdings, Inc ; 

(c) The amount sought is a suin certain or a sum which can by computation be 

made certain; 

(d) Summons was properly scrvcd on Pamcorp Holdings, h c  and Pamcorp 

pursuant to BRCP 7D and ORS Chaptcr 60, and Pmcorp Holdings, Inc. and Pamcorij hiled 

to appear; 

(e) 

failed to appear; 

( f )  

Summons was properly s e n d  on Kelley pursuant to ORCP 7D, and Kelley 

Defendants Pamcorp Holdings, hc.,, Pamcorp, and Kelley arc not minors or 

persons incapacitated or financially incapablc as dcfined by ORS 125.005, or military 

personnel; 

(9) The Court has hcard evidence and hereby determines that the amount due, 

including costs and disbursemcnts to which plaintiff is entitled pursuant to BRCP 68B 

against Pamcorp, Pamcorp Holdings Inc., and Kelley, is $34,518,000. 

Prior to trial, the Court granted summary judgment in favor of defendants Reinbold 

and Simon on that portion of plaintiff's Second Claim for Relief, Count Two, for shareholdcr 

liability for the debts of Pamcorp and Pamcorp Holdings hc. arising from 

undercapitalization, 

Prior to trial, plaintiff PERF and the remaining defendants Reinbold and Simon 

waived their right to a jury trial and stipulated to a trial before this Court Pursuant to that 

waiver, stipulation and the order of the Court, the action was tried to the undersigned judge 

beginning on December 7,1998. Plaintiff PEW appeared by and through t h e  Attorney 

3 - AMENDED MONEY JVDGMBNT Exhibit . * A  
Page 3 



I I 

1 

2 

3 

4 

5 

G 

7 

8 

9 

10 

11 

12 

13 

14 

15 

IG 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Page 

General fw the Statc of Oregon and his Special Assistant Attorneys General David B 

Markowitz and Lisa A Kancr, Defendant Reinbold appeared pcrsonally and by and through 

his attorneys Jeanne M. Chamberlain and David S. Aman. befcndant Simon appeared 

personally and by and through his attorney Joseph C. Arcllano. Opening statements were 

made on behalf of the respective padies, testimony and other evidencc was introduced in 

support of their respective cases, and the parties rested. Arguments were made to the Court 

and having been duly advised on all matters of fact and law, the Court returned its decision 

on December 24, 1998, as follows: 

On plaintiff's Second Claim for Relief, Count One, for shareholder liability for the 

debts of Pamcorp Holdings and Pamcorp against dcfcndaht Reinbold arising from milking 

corporatc asscts, the Court found in favor of plaintiff for damages in the amount of 

$34,518,000. 

On plaintiffs Second Claim for Relief, Count One, for shareholder liability for the 

debts of Pamcorp Holdings and Pamcorp against defendant Simon arising from milking 

corporatc assets, the Court found in favor of defendant Simoa 

On phintiff's Second Claim for Relicf, Count Two (in the alternative to Count One) 

for shareholder liability for the debt of Pamcorp Holdings and Pamcorp against defendant 

Reinbold aTising from kaud, the Court found in favor of plaintiff for damages in the amount 

of $34,518,000. 

On plaintifT's Second Claim for Relief, Count Two (in the altemativc to Court One) 

for shareholder liability for the dcbt of Pamcorp Holdings and Pamcorp against Simon 

arising from fiaud, the Court found in favor of Simon and against plaintiff 

On plaintiffs claims arising from fraud, the Court found that plaintiff established 

actual reliance, that plaintiffs reliance was foolish, that it was unreasonable and unjustified, 

that reliance is an element of Eiaud, but that reasonable reliance is not an clemmt of fraud, 

and thercfore, on plaintiff's Third Claim for Relief for fraud against defendants Simon and 

4 - AMENDED MONEY JUDGMENT Exhibit A 
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Reinbold, the Court found in favor of plaintiff for damages in the amount of $62,701,719. 

Plaintiffs damages for fraud on plaintiffs Third Claim for Relief are inclusive of plaintiffs 

damages for piercing the corporate veil on plaintiffs Second Claim for Relief. 

The matter now coming on for judgrncnt, it is hereby ADJUDGED: 

1. Plaintiff has judgment against defendant Pmcorp on plaintiffs First CZairn for 

Relief of the Fi jh  Amended Complaint (as orighally pled  in the Sixth Claim for Relief of 

pfuiwffs Complaint) for breach of contract in the amount of $34,518,000, inclusive of 

prejudgment interest; 

2.. Plaintiff kas judgment against defendants Kellcy and Pamcorp Holding Tnc. on 

plaintifYs SeveNh Claim for Relief ofplainttf's Compluint for piercing the corporate veil for 

shareholder liability for the debts of Pamcorp Holdings and Pamcorp in the amount of 

$34,5 18,000, inclusive of prejudgment htcrcst; 

3. Plaintiff has judgment against dcfcadant Reinbold on plaintiffs Second CZaim f o r  

Relie$ Count One, ofthe F$h Amended Complaint, for shareholder liability for the debts of 

Pamcorp Holdings and Pamcorp arising from milking corporate assets in the amount of 

$34,5 18,000, inclusive of prejudgment interest; 

4. Defendant Simon has judgment against plaintiff on plaintiff's Second Claim for 

Relief; Count One, of the Fiffh Amended Complaint, for shareholder liability for the debts of 

Pamcorp Holdings and Pamcorp arising from m i b g  corporate assets. 

5.. Plaintiff has judgment against dcfcndant Reinbold on plaintiffs Second CZainzfor 

Relief: Count Two, of the FiJh Amended Complaint, for sharenolder liability for thc dcbts o i  

Pamcorp Holdings and Pamcorp arising from h u d  in the amount of $34,518,000, inclusive 

of prejudgment interest; 

6. Defendant Simon has judgment against plaintiff on plaintiff's Second Claim for 

Relic$ Count Two, of the F v h  Amended Complaint, for shareholder liability for the debts of 

Pamcorp Holdings and Pamcorp arising from Eaud. 

5 - AMENDED MONEY JUDGMENT Exhibit A 
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7. Defendants Reinbold and Simon havejud,ment against plaintiff on plaintifPs 

Second Claim for RelieJ Count Two, of the Fifth Amended Complaint, for shareholder 

liability for thc debts of Pamcorp Holdings and Pamcorp arising from undercapitalization; * 

8. Plaintiff has judowent against defendants Reinbold and Simon on plaintiff's Third 

Claim for Relief of the F@h Amended Coinplaint for fraud in the amount of $61,701,719, 

inclusive of prejudgment inkrest. Plaintiffs damages for fraud on plaintiffs Third Claim for 

Relief are inclusive of plainiifl's damages for piercing the corporatc veil on plaintiffs 

Second Claim for Relief; 

9. Cefcndants Reinbold and Simon hdvejudgmcnt against plaintiff on plaintiffs 

Fourth Cluini for Reliefof the Fijlh Amended Complaint for attorney fees; 

10. Plaintiff has judgmcnt against defendants Reinbold and Simon on Reinbold's and 

Simon 's counterclaims for atlorney fees; 

1 1. All claims between plaintiff and SH&E and all claims between SH&E and third 

party defmdants OK, Treasury, and Justice are dismissed with prejudice and without an 

award of costs or attorney fees on any of the dismissed claims; and therefore, 

That judgment be entered in favor of plaintiff and against defendants Pamcorp, 

Pamcorp Holdings, Inc. and Kelley for $34,518,000 inclusive of prejudgment interest; and 

That judgment be entcrcd in favor of plaintiff and against defendants Reinbold a i d  

Simon for $61,701,719, inclusive of prejudgment intercst, as further detailed below: 

MONEY r n G r n T 6 T  

I .  Judgment Creditor: Public Employes' Retirement Board as trustce for the 

Public Employes' Retirement Fund; 

Judmmt  Creditois Attornex Attorney General for the Statc of Oregon; 2. 

Ill 

6 - AMXNDED MONEY JUDGMENT Exhibit A - 
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3. Jud.onent Debtor: Pamcorp Holding, Inc.; 

Pacific Aircraft hhin~enance Corporation (aka 

Pamcorp); Michael T. Reinbold; 

HenncthE Relley; and 

DavidJ Simon. 

4.. Amount of Judgment: c. ‘3 

$34,518,000 as against defendants Kenneth E. Kclley, PamcoGHoldhgs, liic. 
Ec 

and Pacific Aircraft Maintenince Corporation (aka Pamcorp); 
Ll, 5 $6 1,701,7 19 as against defendants Rcinbold and Simon, jointly and severslly . 

Intcrest Owed to Date of Judment: 

The above-described judgment includcs prejudgment inteicst in the amount of 

5 .  

$3,572,000 as against defendants Kenneth E. Kcllcy, Pmicorp Holdings, Inc* and Pacific 

Aircraft Maintenance Corporation (aka Pamcorp); 

The abovc-described judgncnt includes prejudgment interest in the amount of 

$4,698,000 as against defendants Reinbold and Simon, jointly and scverally. 

6, Post-Jud-went hterest: Interest accrues at the rate of 9% per year on the 

balance of $30,946,000 in the amount of $7,630.52 per day against Kenneth E. Kelley, 

Pamcorp Holdings Inc. and Pamcorp fiom June 21,1999, the date o f  entry of the original 

judgment, untiI paid in full. Interest is simple intcrcst. 

Interest accrues at the rate of 9% per ycar on the balance of %57,003,7 19 in the 

amount of$14,055.71 per day against Reinbold and Simon fiom June 21,1999, the date of 

entry of the original judgment, until paid in full. Interest is simple interest, 

7. Costs and Disbursemcnts: The money judgment also includes an award of 

Ill 

Ill 

III 

7 -  AMXNDED MONEY JUDGMENT 



. A u,g 
- -  

. -  

1 

2 

3 

4 

5 

G 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Page 

* 6 .  2003 1 : 3 5 P M  

I 

N o . 5 0 7 7  P .  1 4  

costs and disbursements. The amount of these items will bc determined lata pursuant to 

ORCP 68C. 

DATED this \7- day of . b ,1999. 
, 

Hon. William J. $eys 
Circuit Court Jud& \I 

8 - M N D E D  MONEY JILTDGME” Exhibit A 
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FOR MULTNOMAH COUNTY 

OREGON PUBLIC EMPLOYES’ ) 
RETIREMENT BOARD, as trustee, on 1 
behalf of thc OREGON PUBLIC 

) 

j APPEAL 

EMPLOYES’ RETIREMENT FUND, 1 NO. S?&*@g!!?Gf> 
Plaintiff, ) 

V. \ ORDER RE: UNDERTAKZNG ON 

SIMAT, EELLIESEN & EICHNER a 
Delaware corporation; PAMCOW 
HOLDINGS, INC., an Oregon corporation; ) 
PACIFIC AIRCRAFT MAINTENWCE 1 
CORPORATION (aka PAMCOW), an 1 
Oregon corporation; MICHAEL T. 1 
REINBOLD; DAVID J. SIMON; and 1 
KENNETH E. KELLEY; 1 

Defendants. ) 

1 
SIMAT, HELLTESEN & EICHNER, a ) 
Delaware corporation, 1 

Defendad ) 
Third Party Pbhtia ) 

V. 

OREGON INVESTIKENT COUNCIL; ) 
OREGON DEPARTMENT OF 
TREASURY; and OREGON 
DEPARTMENT OF JUSTICE, 

Third Party Defendants. 

SIMAT. HELLIESEN & EICKNER, a 
DDelawaic corporation, 

Plaintiff, 
V. 

THE PORT OF PORTLAND, a municipal 
corporation, 

Defcndant. 

1 - ORDER RE: UNDERTAKING ON 

Exhibit i i d  OTs;,a 
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: 

Defendant Michacl T. Reinbold moved the Court for an order setting the undertaking on 

appeal at $1,000 and staying enforcement of t h e  judgment pending appeal Plaintiff opposed thc 

motion. The Court ordered Mr, Reinbold to produce, for attorneys eyes only, sworn financial 

statements. 

Based an the record, and pursuant to ORS 19.. 130, 
I 

IT IS HEREBY ORDERED that execution and dorcement of the Amended Money 

Judgment entered on November 18, 1999 shall be stayed as to defendant Michael T. Reinbold 

until such time as the appellatcjudgment is issued and all appeals are completed, conditioned on 

the following: 

1. Defcndant ReinboId shall pledge his interest in Reinbold Investments, Id L C. 

(“Reinbold Investmcnts’r) as secu i  ty for the Amended Money Judgment pursuant to the Pledge 

Agreement attached as Exhibit 1; 

2. Defendant Reinbold shall pledge his stock in RHS Properties, Tnc (“NS”) 

security for the Amended Money Judgment pursuant to the Pledge Agreement attached as 

Exhibit 1 ; 

3. Absent written conscnt of Plaintiff, Defendant Reinbold shall not dilutc his 

interest in Reinbold Investments and/or RHS, except as provided herein; 

4, If Defendant Reinbold uses the assets of RHS and/or Reinbold Investments to 

acquire an ownership interest in, or form. any other companies, corporations, subsidiaries, 

partncrships, joint vmtures or other business mtitics, Defendant shall inform Plaintiff and pledge 

the stock or other interest in such new entity in thc manner described in the Pledge Agecmcnt 

attached as Exhibit 1 I 

5.  From the date of entry of this Ordcr until such time as the appellatc judgment is 

issued, Reinbold shall withdraw no more than the following specific sums fiom RHS and 

Reinbold Investments:. 

2 - ORDER RE: UNDERTAKING ON APPEAL n 
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a. Annual compensation in thc form of salary, dividend distributions or 

otherwise in the amount of $200,000. For purposes of calculating compensation, 

ordinary busincss expcnscs paid for by RHS or Reinbold Investments shall not be 

considcrcd imputed income to Reinbold; 

b. $21,000 in the year 2002 for thc sole purpose of paying attorney fees and 

costs associated with the litigation in this matter and $35,000 annually thereafter for the 

sole purpose of paying attorneys fees and costs associated with the litigation in tkis 

matter beginning as of January 2003; 

c,. Sums needed for paymec,t of income taxes related to profits and earnings 

in excess of $200,000 per year. I€ sums in excess of thc $200,000 arc uscd to pay taxes 

11 

12 

13 used to pay taxes; 

14 d. Funds needed for medical emcrgencics; 

15 e. Additional sums, if any, pursuant to prior written consent of the Plaintiff : 

16 

on profits and earnings for M S ,  then the security intercst of Tonkon T o p  LLP in UIS 

shall be reduced in relationship to Plaintiff's security interest in RHS by thosc amounts 

or as allowed by the Court upon application for modification of this Order upon good 

17 cause shown; 

18 

19 

20 

6. Except as specified in paragraph 5 above, Dekndant Reinbold shall not dispose of 

any profits or income from his business interests, absent prior Written consent o f  the Plaintifior 

order o f  this Court upon good cause shown. 

21 rr IS so ORDEKED. 

22 DATED this d 

23 

24 

25 

26 

Page 3 - ORDER W: W N D E R T m G  ON APPEAL Exhibit ,L, 
Page 3 

- 



PT,EDGE AGREEMENT 

DATE: ,2000 

BETWEEN:. Michael I. Rcinbold 

N o . S U / /  P .  1 8  

(“Pledgor“) 

AND: Oregon Public Employes’ Retirement Board, as trustce, on behalf of the 
Oregon Public Employes’ Retirement Fund (“Secured Party”) 

Pledgor i s  a Judgment Debtor on the Amended Money Judgment entered in the matter of 
OreRon Public Emuloves’ Retirement Board. 8s trustee. on behalf of the Oregon Public 
Employes' Retirement Fund v. Simat. Helliesen & Eichner. et. al. No. 9610-08259 (“litigation”) 
on November 18,1999- Pursuant to the Court’s Order re Undertaking on Appeal, Pledgor shall 
pledge certain business interests until such time as the appellate judgment is issued and all 
appeals arc completed and, in the event Plaintiff prevails on appeal, until such time as the 
Amended Money Jud,gment as to Pledgor &bold is satisfied NOW TXEWlFOm, the parties 
agree as follows: 

AGREEMENT 

1. Grant of Security Interest. 

(a) 
a security interest in 1,000 shares of the mmmon stock of WS Properties, Inc.(“RHS”) and all 
proceeds thereof. 

Subject to the prior pledge to Tonkon Torp LLP, Pledgor grants to Secured Party 

(b) Plcdgor grants to Secured Party a security interest in his rnenibmship htcrcst in 
Reinbold lnvestmcnts, LLC (“Reinbold Investments”) and d l  proceeds thacof. 

(c) Xn the event Pledgor uses the assets of RHS and/or Reinbold Investments to 
acquire an ownership interest in, or to form, any other companies, corporations, p“tmrships, 
joint ventuxes or other business entities, Pledgor will. inform Secured Party and pledge the stock 
or othcr intcrest in such new enkity in the manner described in this Agreement. 

2. 
certain Armndcd Money Judgment entered in the litigation on November 18, 1999.. 

3. 
shares of WS, is in the posscssion of Tonkon Torp LLP. 

4. 
Secured Party that: 

Obligation. This Pledge Agreement secures the obligations ofPledgor dcscribcd in thc 

Possession of Stock CerMicate. Stock Certificate No, 1, evidencing all of kinbold’s 

Representations and Warranties of Pledgor. Pledgor represents and warrants to 

-’EXJ.IIBl’.L’ 1 
.B 

A 
Exhibit Page 1 - PLEDGE AGREEMENT 
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(a) Stock Ownershiu. Pledgor is the owner of thc shares of RHS free and clear of 
liens, encumbrances, or other matters that might affect titlc to the shares With the exception of a 
Pledge and Security Agreement between Pledgor and Tonkon Torp LLP dated November 17, 
1998,. 

Pledgor is thc owner of a 100 percent interest in Rcinbold Investments free and clear o f  
all liens, encumbrances or othcr matters that might affect title, 

(b) CaDitalizdon. The authorized capital stock of RHS consists of 2 million shares o f  
capital stock, having a par value of $1 per share, of which 1,000 sharcs are outstanding validly 
issued, fully paid, and nonasscssable, all of which are owned by Pledgor. 

(c) 
Tonkon T o p  LLP. 

Cavacitv to Transfer Shares Pledgor has previously pledged his shares in RHS to 

5. 
Toilkon Torp LLP, he shall not allow or grant any other lien or security intcrcst in RHS or 
Reinbold Investmcnts without the prior wxitten consent of the Secured Party. 

6. 
Court’s Order re Undertaking on Appeal until such time as the appellate judgment is issued and 
all appeals are completed, or should plaintXf prevail on appeal, until such time as thc Amended 
Money Judgment as to Defendant Reinbold is satisficd, absent prior written consent of Secured 
Party, Pledgor agrees not to cause M S  or Reinbold Investments to: 

Covenants of Pledgor. Pledgor agrees that with the cxccption of the pledge of RHS to 

Covenants of Pledgor with Respect to Business Xntcrcsts. From the date of entry of the 

(a) Amend their respective Articles of Organization, Articlcs of Incorporation or 
Bylaws, or adopt a plan of liquidation or dissolution; 

(b) Issue additional stock in RHS, or dilute his ownership interest in RHS andlor 
Rcinbold Investmcnts in any manner; 

(c) Distribute to Reinbold more than the following specified sums collectively: 

(1) Annual compensation in the form of salary, dividend distributions or other 
form of remuneration in a collective amount greatcr than $200,000. For purposes of calculating 
compensation, ordinary business expenses paid for by RHS or Reinbold Investments shall not be 
considered imputed income to Reinbold; 

(2) An additional $21,000 in the year 2002 for the sole purpose ofpaying 
attorney fees and costs associated with the litigation in this matter and $35,000 annually 
thereafter for the sole purpose of paying attorneys fees and costs associatcd with the litigation in 
this matter, including appcals, beginning as of January 2003; 

(3) Sums needed for payment of income taxes relatcd to any profits and earnings 
of RHS and Reinbold Investments in excess of $200,000 per year. 

Page 2 - PLEDGE AGREEMENT Exhibit LEmIBXT h 



Ah;. 6. 2 0 0 3  1 : 3 7 P M  N o . 5 0 7 7  P .  2 0  
k c 

, 
I 

(4) Funds needed for medical emergencies; 

( 5 )  Additional sums, if any, allowed by the Court upon application for 
modification of thc Order re Undertaking On Appeal upon good cause shown 

(d) Creatc, incur, assume, or suffcr to exist any obligation for borrowed money other 
than accouiits payable and liabilities incurred in the ordinary course of RI4S’ or Reinbold 
Investments’ busincss from the date of this Agreement; 

7. Votirw Shares: Traasfor of Interest. 

(a) As long as no Evcnt of Default occurs, Pledgor shall be entitled to vote the shares of 
RHS. 

(b) AS long as the obligations sccured by this Agreement remain outstanding, Pledgor 
will not transfer, whether by sale, giR or othcrwise, any ownership interest in MIS and/or 
Reinbold Investments without Secured Party’s prior written approval. Secured Party expressly 
acknowledges that Pledgor has entered into a prior pledge of the stock of RHS to Tonkon Torp 
LLP, 

8. 
Agreement which has not been cured within 10 business days after written notice has been 
of such breach or failure, including, without limitation, the represatations and warranties 
contained in Section 4 and the covenants containcd in Scctions 5 and 6 of this Agreement slull 
constitute an Event of Default. Written noticc of default shall be sent both by certified mail and 
regular mail and shall be deemed effective upon mailing 

9. 
may, in Seclired Party’s sole discretion and with or without fwthcr notice to Pledgor and in 
addition to all rights and remedies at law or in equity or othcrwise: 

Events of Default. A breach of or failure to perfom any of the terms ofthis 

Remedies upon Default. Upon the occurrence of any Event of Dcfault, Secured Party 

(a) Subject to the interests of Tonkon Torp LLP, exercise Secured Party’s proxy 
rights with respect to all or a portion of the IRHS shares. Pledgor agrees to deliver promptly to 
Tonkon Top  LLP, to be held in trust for Secured Pledgor, the proxy in the €om requested by 
Secured Party. 

(b) 

(c) 

Scll or otherwise dispose ofthe Sharcs in accordance with Section 10 below. 

Sell or dispose of Reinbold Investments., 

10. Sale upon Default. Pledgor and Secured Party acknowledge and agree that the sharcs 
are restricted, unregistered stock and that both the RHS shares and the interest in Reinbold 
Investments are difficult to value and that no public market exists for the salc of such shares or 
interest. The parties further agree that the RHS shares are not subject to salc in a “rccognized 
market” as that tern is described in ORs 79.5040. Pledgor and Secured Party wish to agree to 

n 
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reasonable standards for conducting a commercially rcasonable sale of the shares and the interest 
in Reinbold Investments without limiting rights and remedies othcrwise available to Plcdgor. 
The parties agree that compliance with the following steps shall satisfy rcquircmcnts of a 
commercially reasonable sale: 

(a) The sale may bc cither a p u b k  or a private sale, at Secured Party’s discretion, and 
it may be for all or any portion of the RHS shares and/or the interests in Reinbold Investments. 

@) Secured Party shall s d  a dale for public sale of the shares or interest, or a date 
alter which a private sale may occur, which date shall be not less than 30 days after the date 
notice ofthe sale is given to Pledgor, and shall send written notification to Pledgor in advance 
regarding the date and the time of the public sale, or the date after which a private salc may 
occur. In the event Secured Party elects to conduct a private sale, Secured Party shall give 10 
.days prior written notice sent certified and first class mail to Pledgor indicating the price at 
which Secured Party intends to sell at such private salc. Sccurcd Party shall not sell at a price 
below the price contained in the written notice to Pledgor. 

(c) Within a reasonable time upon request, Pledgor shall provide Secured P M y  with 
i n f o d o n  rcquested by Secured Pady for compliance with state or federal securities laws. 

(d) At any sale of my of thc shares or interest, Secured Party may restrict the 
prospective bidders or purchasers to persons or entitics who, by certain representations made by 
them, would render registration of the sale under state or federal securities laws unnecessxy 

11. 
or interest pursuant to section 10 above, all proceeds from such salc shall be segregated and 
deposited into an interest bearing account. Should Sccurcd Party ultimately prevail on appcal, 
the Sccurcd Party shall bc cntitlcd to reccivc all such sale proceeds and interest and such shall be 
applied against amounts owing under the Amended Money Judgment- Should Plcdgor 
ultimately prevail on appeal, Pledgor shall be entitled to recejve all such sale proceeds and 

Default Pendiag Appeal. Should ifll Event of Default occur leading to a sale of shares 3’ 

interest. 

12- 
such time as the appellatc mandate issucs in favor of Secured Party and dl appeals arc 
completed, Securcd Party shall be cntitlcd immcdiatcly to exercise all rights and intercsts created 
under sections 9,10, and 1 1 of this Plcdgc Agrement including but not limited to the “Remedies 
upon Dcfault” rcgardlcss of whether a default has or has not o c m e d .  

Unsuccessful Appeal. In the event Secured Party ultimately prevails on appeal, and at 

13. Miscellaneous. 

Governinz Law. Oregon law shall apply to thc intcrprctation and enforcement of this 
Pledge Agreement. 

Notice. All notices to be given under this agreement to Pledgor shall be provided to: 

f 

. .  

EXHIBIT 1 
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Mr. Michael T. Reinbold 
4641 East Caron Street 
Phoenix, AZ 85028 

With a copy to: Mr. David S .  Aman 
Ms. Jeanne M. Chamberlain 
Tonkon Torp LLP 
Suite 1600 
888 SW Fifth Avenue 
Portland, OR 97204 

AI1 notices required to be givcn under this agreement to Secured Party shall bc providcd 
to: 

. I  

Oregon Public Employes’ Rctiremmt Fund 
Oregon Statc Trcasury 
Attn: W. Dan Smith, Director 
Investment Rivision 
350 Winter Street, NE.  #lo0 
Salem, OR 973 10-0840 

With copies to: 

Attorney Gcncrd Statc of Oregon 
Attn: Peter Shepherd 
Oregon Department o f  Justice 
100 Justice Building 
1 162 Court Street NE 

~ Salcrn, OR 973 10 

Markowitz, Herbold, Glade & Mehlhaf, P.C. 
Attn: Lisa A. Raner 
Suite 3000 
121 1 SW Fifth Avmuc 
Portland, OR 97204-3730 

- 
Michael T. Reinbold 
Pledgor 

Oregon Public Ernploycs’ Rctkement Board as trustee on behalf of 
the Oregon Public Employes’ Retkement Fund: 



I 
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